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Executive Summary 
Walt Disney has developed its enteitaimnent kingdom for over 75 years and 
earned great reputation. However, in recent years its performance is under investors ‘ 
expectation and causing the flattened share price. Intensive competitive environment with 
talented new entrants makes the environment of the company become more difficult. 
Moreover, heavy investment in IT (information technology) business, such as Infoseek， 
gives the company extra burden. All these factors drive the company into less profitable year. 
It is time for the company to review the current situation and formulate a new strategy to 
lighten the burden and re-build the confidence of investors. This paper is trying to give 
Disney advice on how to deal with the problems. 
The core competencies of Walt Disney are its innovative management team and 
its long history with good reputation in entertaining industry. In view of this strength, it is 
recommended the company to expand further in the domain of its core business. As Asian 
Pacific Rim is a fast growing region but contributes only 20 percent of Disney's total 
revenue, Disney should consider a strategic move to this region. As the existing external and 
internal environment shows favorable signs, it is the right time for Disney to decide to build 
a new theme park in Hong Kong in the partnership with the Hong Kong SAR Government. 
However, by the lesson learnt from the Disneyland Paris project，special attention 
should be paid to careful planning and forecast, financial arrangement, as well as the pricing 
strategies. 
So far, the project has been carried out in smooth progress. Public 
community, press and financial analysts give posi t ive comments on its perspective. 
In the new millennium, Disney will keep its eyes on H o n g K o n g and try to grasp the 
golden opportunities in this region and beyond. 
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GENERAL INTRODUCTION OF WALT DISNEY CO. 
Walt Disney (Disney) is the world's number one entertainment enterprise. 
Throughout its 75-year history, creativity has been the hallmark of the company and has driven 
its remarkable success. Only in 1998, the major new initiatives included Disney's Animal 
Kingdom; Disney Quest; the Disney Cruise Line; ESPN Zone; ESPN-The Magazine-, Jane 
magazine; new Disney Channels in Italy and Spain; Downtown Disney and the All-Star 
Movies Resort at Walt Disney World; Radio Disney; The ESPN classic sports channel; Toon 
Disney on cable; the new Tomorrowland at Disneyland; the refurbishment of Anaheim 
Stadium; the Acquisition of Starwave; the investment in Infoseek and the creation of the Go 
Network™. 
The overriding objective of the company is to create shareholder value by continuing 
to be the world's premier entertainment company from a creative, strategic, and financial 
standpoint. 
With its creativity and innovation, Disney expands from the filmed entertainment to 
various aspects. The current business could be classified into three main categories: theme 
parks and resorts, the creative content, and broadcasting. 
Theme Park and Resort 
Walt Disney World, Disneyland, Tokyo Disneyland and Disneyland Paris are the 
most popular theme park destinations in the world. There are different types of theme parks 
introducing different experience to visitors. The Animal Kingdom tells the extraordinary 
stories of all animals - real，ancient and imagined. The Magic Kingdom continues to bring 
favorite Disney characters to life. At Epcot, various games are presented for visitors' 
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excitements. At the Disney-MGM Studios, inventive daytime parade keeps miming and leads 
visitors to a place out of imagination. The new Tomorrowland draws on images from futuristic 
dreamers as H.G. Wells，Jules Verne, Leonardo da Vinci, George Lucas and Walt Disney 
himself. 
After a day at the theme parks, guests will find new and novel place to relax，including 
the Disney's All-Star Movies Resort, and All-Star Sports Resorts. As the theme parks are so 
large，these fantastic resorts and hotels are necessary for visitors' accommodation. 
As shown in Appendix 1，the Theme Park and Resort contributed 24 percent of the 
company's revenues, but 32 percent of the total operating income. Although it was not the 




Cartoon is the original business of Disney. In its 75-year history，the company never 
stops production of cartoon. The exciting production includes Mulan, Lion King, Armageddon, 
and etc. Recently, the film group also produces films of other topics, such as the Academy 
Awards- production, Good Will Hunting. 
Buena Vista Home Entertainment (BVHE) is the vehicle of Disney, as the industry 
leader in the worldwide home entertainment in the past 10 years while continuing to break its 
own records in both the sell-througli and rental markets. 
Television 
This group of Disney produces TV shows and sells to the network television for 
broadcasting. Shows produced include the long-running comedy hit Home Improvement on 
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excitements. At the Disney-MGM Studios, inventive daytime parade keeps running and leads 
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As shown in Appendix 1, the Theme Park and Resort contributed 24 percent of the 
company's revenues, but 32 percent of the total operating income. Although it was not the 
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broadcasting. Shows produced include the long-running comedy hit Home Improvement on 
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ABC, the Felicity on the WB, The PJ's on Fox, etc. All these shows are presented by famous 
actors and producers. 
Walt Disney Feature Animation 
Television animation is another “dream” of Disney offered. These short spots air on 
TV networks are promising welcome by the market. In 1998, the Walt Disney Television 
Animation received its first Academy Award nomination, for the animated short Redux Riding 
Hood. 
Walt Disney Theatrical Productions 
In 1998, all of Disney's recorded music businesses were brought together to form a 
new group. Hollywood Records, Walt Disney Records, Mammoth Records, Lyric Street 
Records and Walt Disney Music Publishing would be managed within a single cohesive 
organization, the Buena Vista Music Group (BVMG). BVMG would manage all the aspects 
related to the release of sound track (A Bug's Life, Tarzan), record of pop singers (Peter 
Frampton's Tigger Mania), and etc. 
Disney Consumer Products 
Disney consumer products offer a dazzling array of toys, books, apparel, magazines, 
computer software, animation art and collectibles to Disney fans around the world. The 
company runs the Disney Stores in 47 locations，with nearly 700 stores in business by the end 
of 1998. Besides, the stores keep on expanding in the US and plann to go other places in the 
world. 
The Disney Licensing continue to swing into action with the major characters, such as 
Mickey Mouse，Mulan, and Tarzan. The broad line of products for boys and girls includes 
apparel, home furnishings, gifts, plush toys, dolls and a full line of action figures based on the 
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high-spirited adventure. Also, a new introduction of a line of ESPN apparel and merchandise 
is ready for ESPN fans' collection. 
Disney also has publication of storybooks, which are children's books about their 
fancy fairy tales. Magazines published remain among the top-selling titles in their respective 
categories, such as Family Fun, ESPN-The Magazine, and Discover. 
Disney Interactive is a leader in the children's and family software market. It 
introduces educational software (Disney Learning Series), and video games (Disney 's Action 
Game). This division aims to be a leader in the growing PC marketplace in learning, creativity 
and games. 
The Creative Content division is widely diversified. Nevertheless, due to the 
increasing competitive environment and the flatted retailing business, its shares of operating 
income decreased from. 43 percent to 35 percent. (For detail figures, please refer to Appendix 
1) 
Broadcasting 
Disney owns one of the key players in US network television, ABC. The ABC 
network is famous in news reporting. This valuable piece of information could be accessing on 
television, radio and the Internet. ABC's TV station group consists of 10 outlets reaching 
almost 24 percent of the nation's households in US. Its radio division has 30 stations reaching 
14 million Americans weekly. 
Beside news, Disney runs the ESPN, which reinforces its position as the worldwide 
leader in sports through long-term rights agreements with the National Football League and the 
National Hockey League. 
In fact, the Broadcasting division showed steady growth in 1998, although it did not 
reach the management's forecast for such a “ good” year. It felled from its outstanding growth 
in 1997 of 65 percent to only 2 percent in 1998. Its shares of operating income are 23 percent， 
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30 percent and 33 percent for the year 1996, 1997, and 1998 respectively. (For detail figures, 
please refer to Appendix 1) 
Problems Identified in the Company 
In the past two years, Disney experienced slow growth in their business. The sales of 
consumer products fall. The visitors number of theme parks in United States, Paris and Tokyo, 
although increases steadily, is less than expected. The box office of its film products is not 
very ideal and the competition become more furious. Although the total revenue of the 
company recorded another growth in 1999, the profit margin decreased from 12.7 percent in 
1998 to 9.0 percent in 1999, resulting in further decrease in annual income and EPS, as data 
shown in TABLE 1.. 
TABLE 1 
GENERAL FINANCIAL PERFORMANCE OF WALT DISNEY CO. 
In Millions USD，Except For EPS 
Year Ending Net Sales Annual Income EPS 
September 99 23402 1300 0.63 
September 98 22976 1850 0.89 
September 97 22473 1966 0.92 
September 96 18739 1214 0.65 
Besides，in order to maintain its competitiveness and diverse its business, the 
company spends tremendous amount of capital in acquisition of IT companies, such as 
Infoseek. Although those companies are considered valuable in the long term, in the short term, 
they are not likely to make financial contribution to the company. Contrarily, they may put 
pressure on the company's performance and the liability burden. 
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In the past decades, Disney employed a globalization strategy. Its business is trying 
to reach every comer of the world. Nevertheless, this strategy is not carried well. In the Pacific 
Rim, except for some of the company's consumer products and cartoon films, Disney's other 
products have no trail on the market. In this way, the high growth of local economy gives the 
company little benefit. 
The financial market is sensitive to all these facts and problems. Merrill Lynch and 
Morgan Stanley even lowered the credit rate and profit projection of the company. The 
company's stock price dropped from its highest point of over US$40 in 1998 to less than 
US$27 in September 1999. The meltdown of its stock price gives the company more 
difficulties in acquiring capital for further development. 
As a whole, obviously, Disney should have some move to strengthen its future 
profitability. This strategic move needs not only to add profit to the company in the long run, 
but to lighten its short-term burden on cash flow and debt liquidation. 
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CHAPTER II 
INTERNAL ENVIRONMENT ANALYSIS 
Under the leadership of Michael Eisner, Disney tries to extent its kingdom in various 
aspects in order to maintain its growth and increase its profitability. By the year of 1999，new 
opportunities are there for its consideration: the explosive market of information technologies 
and the unexplored (not fully explored) market of Asia (China). 
To make a good decision to suit the company's need and solve the problems, we firstly 
look into company's internal environment in the various aspects. This exercise helps us to 
identify the core competency of the company and thus enable the company to make the best 
choices among the opportunities available: new development or extension of the existing 
business lines. 
Organizational 
Disney is a brand name for entertainment. Its famous celebrities，such as Mickey 
Mouse，Donald Duck, Mimmie, Pulto, and etc., are the soul of its business. The major business 
segments are all evoked from these attractive and popular “stars” . In recent years, the 
company has been seeking to go further and expand its scope of business. Investments in 
related businesses such as broadcasting, radio channel and information technologies, are new 
attempts. The vision of this extended business content is to capture the new opportunities with 
the technologies in the entertainment industry becoming more innovative and advanced. The 
recent new investments and establishments may be good for the long-term development，but it 
burdens company's financial as well as the management efficiency. Disney cannot be focused 
on any aspects and excel in all of the fields, especially as the competitions become keen in 
some of the fields (such as DreamWork's challenge in the film making industry). 
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In 1998, except for Theme Parks and Resorts, growth in operating income lagged 
historical trends. The Asian economic crisis did not account for this lag，as 80 percent of 
company's revenue were raised in US. As an usual symptom of conglomerate，the existing 
clumsy structure, duplicated functions and excessive resources would be the most 
attention-seeking problems for the company. Re-engineering, re-structure, and even 
downsizing would be necessary exercises for Disney in order to re-gain its efficiency. 
Financial 
The audited financial statements show a healthy picture of Disney. Its revenues have 
grown substantially over time, registering average annual growth of 21percent over the last 15 
years. Besides, its earning per share has grown by a factor of nearly 15 times for a compound 
annual rate of 20 percent in the past 15 years. However, the growth seems to be slowing down, 
with the earnings growth in 1998 fell short of historical growth. 
In 1998, revenues from international sources, including the US exports, represented 
only 21 percent of the company's total revenue. There should be rooms for further expansion 
and opportunities for significant growth in the “international revenues” . For instance, the 
United States, Japan and the four largest countries in Europe constitute a bit over 10 percent of 
the world population, yet they have accounted for about 80 percent of Disney's licensed 
merchandise sales in 1998. This also explained the slowing down growth rate. Although these 
figures may not indicate the saturation of the US market, there would much more room for the 
market outsides US. 
Also, in the past 10 years, the world economy is driven by the rapid growth in the 
Asian region (except Japan). Disney's failure to capture the Asian market is really one reason 
for the melting down of its share price. As a whole, it would be a good idea for Disney to have 
a further step in the Asian Market. 
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Nevertheless, despite the slow growth in profit，Disney shows a “too healthy” 
picture in its financial statements. The current ratio is about 1.24 and the debt to equity ratio is 
only 1.14 in 1998 (Appendix 2). The long-term debt to equity ratio is decreasing from 1.32 in 
1996 to 1.14 in 1998. Therefore, there is room for the company to raise new capital by leasing 
to invest in attractive development. 
Marketing 
The product or production of Disney is the best marketing tool indeed. Its animation is 
the most expecting film during the year, and it creates new celebrities that lead to new products. 
The well-known characters created by Disney, such as Mickey Mouse, Donald Duck，Buzz 
Lightyears and Indiana Jones，are advertising by themselves. Therefore, the marketing budget 
of the company is emphasis on the promotion of the new films and the related new products. 
The trick that Disney employing to keep its celebrities long lasting is to put them in its 
theme parks. The Indiana Jones series were made over 10 years ago, but the figure Indiana 
Jones is still one of the American heroes nowadays. It is simply because he is in the theme park. 
The theme park is the soul of other business, like the backbone of the company. In the past, 
Disney tried to expand to other regions outside US not only by exporting products (both 
consumer products and films), but also by introducing its landmark, the theme park. The theme 
park and resorts really drive the business for other business segments. 
Disney has tried very hard to expand its business in the Asia Pacific Rim by 
introducing licensed products and even establishing its own shops. However，the result is still 
not that satisfactory. Disney needs a real strategic move to boost its business in this area. 
R & D 
Innovation and creativity are the core attractiveness of entertainment. Disney used to 
be the pioneer and leading the way of theme park and animation. In the 90s, Disney introduced 
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the new games (such as Mickey's Toontown，and Indiana Jones Adventure), new theme park 
and resorts (the Disneyland Paris, Disney's Animal Kingdom), and new animation that the 
script even being used as stageplay (such as Beauty and the Beast, and The Lion King). 
The success of these new introductions is based on the company's strong research 
team that gives insight for company's creativity. Also, the company is keen to new technology 
in the market. The first computer-animation cartoon, Toy Story, is the new trial of the industry 
and its popularity proves a way for the company's development. Besides, investment has been 
made to the morning stars of information technology, such as Info seek, and also development 
of new computer learning series and video games. The company's devotion in research and 
development would enable its long-term profitability indeed. 
Conclusion of Internal Analysis 
As quoted by the CEO of Disney，Mr. Michael Eisner, “We create a new product — a 
book, a movie, something - every five minutes and each one has to be superb. Our goal is to do 
it better every time out. But our real product is managing talent. That 's what we really do here， 
and we never lose sight of that — because without that，what have you got?" As a matter of fact, 
such innovative and improvement seeking spirit is the never-exhausted resource of Disney. 
This is also the core competence of Disney： its innovative and improvement seeking 
management team and its experiences and expertise in the entertaining industry. 
Nevertheless, every management team has its own expertise, as well as limitation. 
Disney's management is excellent in the entertainment industry, but not the others. It is hard 
for Disney to out-perform others in the explosive IT industry, especially with so many giants 
such as Microsoft and Yahoo as competitors. Even in case of entering the industries by 
acquisition, it would be a tough task for Disney's “non-experienced” management team to find 
a good buy. The acquisition oflnfoseek is their first lesson, as the synergy of an entertainment 
company and an IT company is still a question to the market. 
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However，there is nothing bad to develop in the IT, as we are in the informative era 
and e-business is the trend for all business type. It is not an “investment” in the IT side, but 
it is the trend of the global business. It comes as naturally as to explore the Asia (and China) 
market. The point is, at the same time of exploring in new business, Disney should focus on its 
core competence in doing business expansion. 
Disney used to have their theme park to concrete its business within the region, such 
as the Disneyland Paris for the Europe and Tokyo Disneyland for Japan. With the sound 
external situations and its reputation in Asia, Disney could take the next strategic move by 
building a new theme park and resort in Asia Pacific Rim. This could not only strengthen the 





COMPETITIVE ANALYSIS OF LOCATION 
As the strategy of expanding its theme park business into Pacific Rim has been formed, 
the destination where the theme park locates should be the first decision made by Disney. 
Although there seems to be of many choices, including Thailand, Malaysia and 
Zhuhai in China, the eligible candidates however, in terms of social and economic 
attractiveness, are Hong Kong, Singapore and Shanghai o n l y . � 
In Disney's point of view, the choice of location should conform to the company's 
long term development strategy. More specifically, the location should be not only optimal for 
long-term perspective of the theme park，but also helpful m promoting Disney's overall 
business expansion in Pacific Rim. Therefore, there are several key factors the company 
should consider upon making the decision, such as economic growth rate, local resident 
population and earnings, number of tourists, culture, political issues, etc. 
Generally, Hong Kong, Singapore and Shanghai all have great potential in business 
development. Each of them out-performs others in some aspects. In order to evaluate their 
potential and suitability for Disney's theme park, we give those aspects different ranks. In 
terms of attractiveness of each aspect, we rank it from 1 to 5. For any aspect, if the condition is 
really good, the value will be 5. If the condition is pretty good, the value will be 4. If the 
condition IS neutral, the value will be 3. If the condition is pretty bad，the value will be 2. If the 
condition IS really bad, the value will be 1. Eventually, we will put all these values together to 
see the overall attractiveness of these three cities. 
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Tourists 
Number of Tourists 
The number of tourists of a certain city is a good benchmark to ensure theme park's 
income, as it is the main factors to leverage the revenue. 
Hong Kong is obviously the most attractive place for leisure. In 1999，there is over 10 
million tourists visited Hong Kong. Singapore, with 7 million tourists in 1999, is more likely 
to be a business center rather than a place of leisure. For Shanghai, it is not so far recognized as 
a tourist center, but an industrial and commercial center. Besides 7.4 million domestic visitors, 
there are only 1.6 million tourists from overseas in 1999. Also, about 70 percent of foreign 
tourists (for leisure) will visit Hong Kong before or after visiting Shanghai. Therefore, the 
rating would be 
Hong Kong: 5 Singapore: 3 Shanghai: 2 
Purchasing Power of Tourists 
The number of visitors is a good multiplier of revenue, as well as the purchasing 
power of the visitors. However, as Disney theme parks have already been positioned as a place 
where one should visit at least once in his life, most of tourists are ready to pay for the entry fee. 
Of course, this factor still affects the consumption within the parks (such as souvenir, foods and 
drinks). 
Although the travelers of Hong Kong mainly come from Mainland China, they are the 
creams of the wealthy people in China. They are willing to spend a lot on “foreign” items and 
bring back to Mainland. Their willingness to spend and good purchasing power would lead to 
a good picture of revenue. On the other hand, travelers of Singapore usually come on business. 
Even their purchasing power may be high, their purchasing intentions are not that much. It 
would be a similar case for foreigner travelers to Shanghai. 
Hong Kong: 5 Singapore: 3 Shanghai: 3 
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Local Residents 
Number of Local Residents 
The past experience of the Disney theme park shows that a fair portion of visitors of 
the theme will be the local resident. The number of local residents would be another good 
indicator to project the number of visitors. 
The population of Hong Kong is 6.8 million，compared to 3.2 million in Singapore and 
14 million in Shanghai (and may be the 1.2 billion in China). 
Hong Kong: 3 Singapore: 1 Shanghai: 5 
Earning of Local Residents 
The living standard of local residents is another important factor determining the 
contribution of local visitors to the theme park. 
The earning of local residents could be represented by the index of Per Capita GDP, 
which IS about US$24500 in Hong Kong, compared to US$23800 Singapore and US$3000 in 
Shanghai. 
Hong Kong: 5 Singapore: 5 Shanghai: 1 
Political and Social Atmosphere 
Political Atmosphere and Stability 
Since the theme park is a long-term strategic infrastructure investment, the political 
risk should be taken into consideration in choosing location. 
Hong Kong has most favorable political atmosphere. The freedom of speech is well 
protected here. Chinese government also needs to maintain the stability to show the success of 
“one country, two systems” policy. 
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Although Singapore is very stable politically, the atmosphere there is not very 
favorable for foreign business. The government is more bureaucratic and government policies 
are always inflexible. 
It is always big concern for foreign investors about political risks in China. Although 
the situation has been improved in recent years, the risk is still more significant than others are. 
Hong Kong: 5 Singapore: 3 Shanghai: 2 
Social Ethic Standard and Educational Level 
Social ethic standard and educational level are very important for maintaining the high 
quality of service in the theme park. In a society with high ethic standard hand educational 
level, the image of the theme park could be hoisted, therefore attracts more visitors. 
It is very clear that Hong Kong and Singapore have a very high level in education and 
ethic standard. Comparatively, the situation in Shanghai is still in a backward stage. 
Hong Kong: 5 Singapore: 5 Shanghai: 2 
Government Policy 
Since government plays a very important role not only as a policy maker, but also as 
an investor, its policy is important enough to affect the choice of the location. 
Hong Kong SAR Government, who desperately needs foreign investment at this 
particular time (it is under pressure to face the “recession” within one year of running on its 
own), will formulate favorable policies to support tourism industry, as well as this project. As 
examples, Hong Kong SAR Government, in consultation with the Hong Kong Tourist 
Association and tourism trade, has adopted a three-pronged strategy to rejuvenate Hong Kong 
tourism sector. Among them are, promoting Hong Kong as a key tourist destination, enhancing 
the attractiveness of Hong Kong and facilitating entry of visitors. 
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At the same time, Singapore Government is trying to develop the country as a high 
technology and business center, rather than a tourist center. They may not act as supportive as 
Hong Kong SAR Government. 
On the other hand, the Chinese Government has already shown its non-supportive 
attitude for developing a theme park in Shanghai. 
Hong Kong: 5 Singapore: 3 Shanghai: 3 
Culture and Ethical Factor 
Disney is certainly a symbol of American culture. Since the company's businesses 
include not only theme park, but also broadcasting，firms and television, etc., many local 
people are very likely to consider building the theme park as an invasion of American culture. 
Therefore, the local culture and the conflict with American culture may have some impact on 
the company's decision of location. 
Hong Kong is an international city containing most cultures in the world. There is 
little anti-Amencan emotion here. The situations in Singapore and Shanghai are almost the 
same. American culture is widely accepted there, but still encounters some extent of resistance. 
I ( 
Hong Kong: 5 Singapore: 4 Shanghai: 4 
Economic Factors 
Cost of Doing Business 
The cost of doing business contributes to the company's bottom line. Since the 
ultimate purpose of the company is to make profit, the cost of doing business�such as cost of 
land, infrastructure cost and cost of labor, is a key factor affecting the company's decision in 
choosing location. 
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Hong Kong and Singapore are all famous for their high costs of land, real estate and 
labor. Although the Asia financial turmoil has lowered the costs to some extent, they are still 
very high compared to other cities, like Shanghai. 
Hong Kong: 1 Singapore: 1 Shanghai: 4 
Resources for Development 
Suitable Place for the Construction of the Park 
Theme park is not simply a public building or a stadium needed only a few acres of 
land to build. It would occupy more than 150 hectares of land. Bes ides � t he company is very 
particular about the surrounding landscape, in order not to interfere the overall pattern of the 
theme park. Whether the city has such a suitable place is an important factor affecting the 
company's decision. 
With limit land resource, Hong Kong may encounter difficulties in finding suitable 
place to build the theme park. For Singapore, this problem is even more serious. However, it is 
a total different story in Shanghai. There are thousands hectares of land waiting for 
development. If Disney chooses to build the theme park in Shanghai, the company could easily \ 
find an ideal place that is much bigger and more suitable. 
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Infrastructure 
Public facility of a certain location is very important to its tourism. For a theme park， 
all the factors, such as transportation arrangement, electricity, gas and water supply, 
communication facilities, hotel and other accommodation arrangement, and convenient and 
expedient entry of border for foreign visitors, determine whether a tourist will visit this place or 
not. Therefore, they are also important for the company in choosing the location of the theme 
park. 
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Hong Kong and Singapore are cities with the most advanced and well-developed 
infrastructure systems. The transportation and telecommunication networks give both business 
people and tourists great convenience during the trip. The over-border procedures are very 
simple for international travelers，and will be further simplified for mainland tourists in Hong 
Kong. 
In Shanghai, however, the transportation is not very convenient. Furthermore, there 
are still a lot of restrictions and tedious procedures for foreigners entering China. 
Hong Kong: 5 Singapore: 5 Shanghai: 2 
Overall Attractiveness of the City 
Generally, tourists do not travel hundreds of miles to visit a single park. They expect 
more than that in the destination. Therefore, it is better for attractions in one city to form a 
complex network of tourism, which are complementary to each other. In this way, the 
attractiveness of the city could be greatly enhanced. 
As a tourism center in Asia, Hong Kong is well known to have much attractive factors. 
Besides delicious food, beautiful merchandises, comfortable hotels, and the traditional 
attractions as Ocean Park and Po Lin Temple, there will be more attractions, because Hong 
Kong SAR Government is undertaking a series of promotion plans in tourism. 
On the other hand, Shanghai has a lot of attractive spots around. Tourists in Shanghai 
can easily reach many other famous tourism destinations nearby, such as Hangzhou and 
Suzhou. There are also many attractive spots, although not close to the city, but also very 
convenient for tourists to reach. 
Comparatively, Singapore seems to have less attractiveness. Even the largest 
amusement park, Santosa, is still relatively small and less attractive than Hong Kong's Ocean 
Park. 
Hong Kong: 4 Singapore: 2 Shanghai: 5 
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Other Factors 
Potential for Development of Other Segments 
In the Disney's point of view, the theme park does not stand alone in its location. 
According to the company's strategy, the theme park should be a base or stepping stone for the 
development of other business of Disney. Therefore, whether there is Disney's other business 
in the location and whether there is potential to develop it there affects the company's decision 
in choosing the location of the theme park. 
All Disney's segments have reached Hong Kong and Singapore. It has consumer 
products stores in both places, and its cartoon films shown there too. Disney even regards Hong 
Kong as its fist castle to explore in its series movement to Chinese market. 
Disney does not neglect the China market. However, there was a nightmare of Disney 
once in China. In the late 80s，the relationship between Chinese government and Disney once 
became very bad. The Chinese government even forced the closure of Disney shops in 
、 
Shanghai and banded nearly all its products. Although the situation changed so much these • 
» 
years, this frightening experience will contribute to the low rating of Shanghai in this factor. 
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Climate and Weather 
Theme park is an open entertainment center. Most of the activities are carried out 
outdoors. Whether it could open around clock and in all seasons means a lot to Disney's 
managers. 
With semi-tropical climate, temperature in Hong Kong at most time of the year is 
between 20C and 30C，which is favorable for outdoor activities. However, Hong Kong has 
quite a lot of rain and even typhoon during summer times. On the other hand Singapore is too 
hot, with temperature always above 3OC, and it used to have shower daily. While in Shanghai, 
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temperature could be below IOC for several months in winter, cause inconvenience of 
outdoor activities. 
Hong Kong: 4 Singapore: 3 Shanghai: 3 
Summary of Analysis and Conclusion 
Among 14 factors we analyze, Hong Kong is outstanding in several aspects, not only 
in Asia, but in the world. 
Firstly, Hong Kong is already a world famous tourism center. It will be very easy for 
the new theme park to share millions of tourists coming to Hong Kong each year, without 
doing too much on marketing and advertising work. It will save Disney a lot of money. 
Secondly, Hong Kong people are among the richest in the world. As Japanese people 
do to Tokyo Disneyland, Hong Kong people will make great contribution to the new theme 
park. After all, it is a local amusement park. Local people should be an important resource of 
visitors. 
Thirdly, the investing environment Hong Kong provides is terrific. Few place in the 
world has such integrate and modern public facilities as in Hong Kong. Its high ethic standard 
and educational level, sound legislative system, prolonged social stability and high level of 
freedom are temptations to all investors in the world. ^ i 
However, Hong Kong does have its weakness as a place to build a theme park. The ！ 
most formidable factor is its high cost. Most investors hesitate on it. Because this factor largely 
increases their bottom lines, therefore directly damages the business. Even the Asia financial 
crisis has given a big strike on the local property and labor market, and alleviated the cost 
pressure to a large extent, Hong Kong is still one of the most expensive places to do business. 
Secondly, many years of industrial development and ever growth of local population have 
made Hong Kong a congested place. With the expansion of modem civilization, natural 
environment has been badly damaged and gradually eaten up. Land becomes more and more 
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precious. Therefore, the space for doing business becomes very limited. For a big 
infrastructure project as Disney theme park, the task is even more difficult. Because Disney 
does not only think about building the first phase of the theme park, but need to prepare land for 
the development of second and third phases. As Disney requires for all its theme parks, such 
place should have good natural landscape. More over, when completed, it should have good 
nature of isolation. That is, people cannot see the activities in the park from outside, nor can 
they see outside world from inside. It is a big challenge for Hong Kong. 
However, even with these weaknesses, Hong Kong outperforms other two 
competitors in most of the aspects. Out from 14 aspects that measured, Hong Kong has 11 
aspects with value equal or more than 4. Comparatively, it is only 5 for Singapore and 
Shanghai. Therefore, we believe that, among three competitors, Hong Kong is the most 
suitable place for Disney to build the new theme park. As Disney's CEO Michael Eisner said, 
“Following an extensive worldwide review，we came to recognize Hong Kong as a unique city 





EXTERNAL ENVIRONMENT ANALYSIS 
In the previous chapters，we have concluded that Hong Kong will be the best choice 
among the three available cities in Asia for Disney's further development in the region by 
extension of its existing business, theme park. Nevertheless, although Hong Kong is the "best", 
IS its environment suitable for this huge project? In this chapter, we will focus on the city, 
Hong Kong, and its external environment for Disney's theme park project. These factors will 
be critical for the success of the project, and they should be on the top list for management and 
investors consideration. 
Five Forces Model 
Suppliers 
In order to run the theme park, the most important tackle will be the utilities and 
infrastructures. Hong Kong is a famous metropolitan. There should be few concerns over the 
utilities suppliers. The suppliers for utilities, such as electricity and water, are so reliable. 
There are only countable numbers of failure of the utility supplies over the past 100 years. 
Besides, after the reunion of Hong Kong and Mainland China, Disney can arrange special 
standby suppliers of electricity and water from Mainland China, in case of there is any 
emergency events. In fact, there is no foreseeable emergency case to take place in Hong Kong, 
such as war and riot. 
On the other hand, as one of the busiest cities in Asia, the infrastructure in Hong Kong 
is excellent. The new airport opened in 1997 is a masterpiece and can encounter ten thousands 
ofheadcount daily. The transportation system also enables tourists to travel anywhere of the 
town. However, the main concern is the remote location that Hong Kong Disneyland located. 
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As Hong Kong is so developed already, the place for building the new theme park will be 
quite remote and transportation is not as convenience as the other parts of the town. 
Fortunately, Hong Kong SAR Government is willing to assist in the development. 
Preliminarily, it will participate in the project by providing lands and developing the utility 
facilities and infrastructure. 
Basically, the suppliers are in good conditions to provide the necessity to run the 
theme park. The partnership with Hong Kong SAR Government will strengthen Disney's 
bargaining power over the suppliers. 
Buyers 
The entertaining industry is so sensitive to consumers' likes and dislikes. Unlike other 
' industry, any change of consumers' preference in this industry will be reflected in the profit 
and loss immediately. Also, it is hard to say whether people can live without “ entertainment” 
nowadays. 
Fortunately, the most valuable asset of Disney is not the buildings, the theme parks, or 
even all the assets then listed on the balance sheet, but its reputation and goodwill. With its 
long history in the entertaining industry, Disney has been successfully created the famous 
celebrities that we have mentioned several times. These celebrities accompany the growth of 
the middle age generation, and now being the friends of the new generation. It seems to be an 
endless cycle and the relationships between the consumers and these lovely figures are so close， 
just like old friends. It is hardly to figure out a day that people turned their back to them. 
Although apparently consumers have “absolute” power over Disney, if we consider them 
human beings, these loyal consumers just strengthen the bargaining power of the Disney theme 
parks. 
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Besides, visiting one of Disney's theme parks is said to be a “mus t” to make one's 
life complete. It becomes the norm in the western country and it is exercising its influential 
power in the Asian. Such view further increases the bargaining power of the new theme park. 
Competitors 
Generally speaking, the competitors of Disney are all kinds of entertainment and the 
head on one should be Warner Brothers. Both Disney and Warner Brothers have similar form 
of products, such as celebrities, and filmmaking, etc. However, in term of theme parks, Disney 
is the top one and still no other can challenge its worldwide leadership. 
Nevertheless，there are already quite a number of amusement parks in the Asian 
Pacific Rims. They locates in Thailand, Philippines, Korea, China, and Japan. Those 
amusement parks are attractions in the region and very likely to compete for visitors with new 
theme parks. Moreover, the expenditure in those regions (except Japan) is rather cheaper than 
in Hong Kong. Tourists may prefer those amusement parks to Hong Kong because it costs 
them much less money there. This further weakens the competitiveness of the new theme park 
in Hong Kong. Besides, the new theme park in Hong Kong is the third one outside US and the 
second one located in Asia. As a matter of fact, all these theme parks compete with each other. 
As a whole, the competition is not only between theme parks, but between the 
attractiveness of the place to tourists. Hong Kong SAR Government is trying the best to build 
the city as a traveler center, for both tourists and businesspersons. With the devoted effort of 
Hong Kong SAR Government, the long-term attractiveness of the city can be assumed, and 
thus the competitiveness of the theme park. 
Substitutes 
Visiting the theme park is just one kind of entertainment. However, there are many 
other kinds of entertainment forms that we even cannot mention them all. Also, competitors 
such as Warner Brothers and Sanrio from Japan are trying their best to produce their “stars，" 
2 5 
such as Hello Kitty and XO. The celebrities they produce are also quite popular in the Asian 
region. For example. Hello Kitty from Sanrio is extremely popular among new generations, 
even outperforming many classical characters of Disney. In Japan, Sanrio also operates its own 
theme parks and starred by Hello Kitty and its successfully built images. 
New Entrants 
Since Hong Kong is just a small place, the possibility of introducing another 
amusement park in the city is rather low. Moreover, the land reverse and other limitations in 
Hong Kong also prevent the local government from introducing another amusement park. 
In the past ten years, some new amusement parks has been built in surrounding area, 
such as the Lotte land in Korea and Dreamland in Thailand. There might be more coming in the 
future. However, the new comers cannot replace the unique of Disney. They may be able to 
enter the business segment, but cannot share Disney's famous celebrities and its golden name. 
Disney,s 75 years experience in theme park business is another formidable advantage over its 
competitors. It will take them even longer time to build up their position in this industry. 
Political Environment 
After the re-union, the political stability of Hong Kong is still an international focus. 
Its freedom of speech, human right, legislative system and etc., are still being closely 
monitored by the global eyes. As a brief conclusion drawn for the various reports for different 
scopes, Hong Kong is successfully carried out the new concept “One country, two system” . 
The stability of this small city is assumed to be good, at least for the future ten years. 
However, although the stability has been ensured, the political environment of Hong 
Kong is transforming to suit the "requirements" from the central government of Mainland 
China. This would be a dangerous signal and may arise unfavorable factors to the long-term 
development of the theme park and Disney's business. In the earlier days, Disney experienced 
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quite badly in China, due to the frequent changing policy, which may mainly due to different 
people in charge. In the past, the Hong Kong Government tried to enable free trade and no 
interference policy. After the re-union, such policy seems to have some displacements. Hong 
Kong SAR Government reacted actively to the Asian Economic Crisis and violated used 
practices. Even in the introduction of the new theme park, Hong Kong SAR Government is 
taking a “too ” active role. This is not a good phenomenon and makes the political environment 
more complicated. 
Economical Environment 
The Asian Economic Crisis in 1997 makes Hong Kong SAR Government nervous. 
Hong Kong has been experiencing economics recession in the fast 3 years. It records the 
highest unemployment rate of over 6 percent and negative economic growth of economy for 
continuous quarters. This really put heavy pressure on Hong Kong SAR Government, as it is 
now running by “its own," not the UK Government. In order to prove its ability，Hong Kong 
SAR Government is offering quite attractive conditions for Disney. Besides, the macro 
environment itself is making adjustments. Due to the high unemployment rate, the average 
salary is dropping and the employees’ performance and attitudes are improving. 
Nevertheless, Hong Kong is quite a developed city and the operating cost is still very 
high. After the burst of economic bubble in Asia, the currencies of many countries, such as 
Thai，Taiwan, and Korea, have depreciated a lot (some are more than 50 percent). Hong Kong 
dollar, however, is pegged with US dollars and does not depreciate at all. The strong currency 
leads to more expensive running costs in Hong Kong. 
Social Environment 
Hong Kong is quite a westernized city. People are ready for western products and 
ideas. Nevertheless, Disney is not a new concept in Hong Kong. There is already Disney shop 
in the town. As a preliminary research done by the local newspapers, more than 60 percent of 
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the subjects “ welcome" the new theme parks. As there is no similar park in Hong Kong, 
there would be not impact on the existing employees of those parks, and thus not causing any 
social uneasiness. 
Going further cross the border, people from Mainland China are fascinated by all 
kinds of American products. Disney is experiencing a great success in the late 90s to introduce 
its products in China. Chinese people are also socially ready to accept the concept sold by 
Disney. 
Technological Environment 
Basically, all the technologies necessary to run a theme park is all ready within Disney. 
There is no problem about it. Nevertheless, as the technologies develop, the virtual world 
seems so real that we can hard distinguish them from the real one. The home entertainment 
developed so far that people do not need to go outside, but still can get all they want. People 
can even have the “theme park” experience indoors. Fortunately, people in Asia (and even 
Europe and US) are not so used to the virtual world. “ Personal experience ” is still preferred. 
Conclusion of External Analysis 
Generally，the external environment seems to be favorable for the development of new 
Disney Theme Park in Hong Kong. The strategic alliance Disney made with Hong Kong SAR 
Government strengthens the company's power over its suppliers. Its dominant position in 
entertainment and theme park industry increases the power over its buyers. These favorable 
conditions also help the company to exclude the potential new entrants. Moreover, the political 
and social situation in Hong Kong provides a good business environment. One concern will be 
the recovery of the local or regional economy. However, in consideration of the huge potential 
in the China market, as well as in Asian Pacific Rim, it would be very likely for Disney to 




Disney's core competencies are its innovative and improvement seeking management 
team, and its rich experience in the business. These strengths enable the company to be the 
leader of the business and to continue its business growth and extension. Building a new theme 
park in Hong Kong is another good attempt for the company. Before going into the business, it 
is better for us to review and check if the company's internal ability can fit into the strange city, 
Hong Kong. 
Strength 
The first Disney theme park opened about twenty years ago in Los Angeles. With its 
good experiences in operating theme parks, Disney will post no question on the management 
and operation in the new theme park. 
Besides, the economics turns down in Hong Kong just after the reunion with China. 
Hong Kong SAR Government is experiencing extreme pressure to face the negative economic 
growth. It is in a hurry to have something done to boost the economy up again. This also 
explains why Hong Kong SAR Government disclose the deal with Disney for the development 
before there is any concrete agreement has been reached. After the disclosure of the deal，Hong 
Kong SAR Government is in a weak position, as the public eyes on the progress. Although the 
reaction from the public is varies, the majority is going to welcome the new Disney Theme 
Park. This will strengthen the bargaining power of Disney over Hong Kong SAR Government, 
especially when negotiation is done by the capable and experienced management team. It is 
very likely for Disney to have better terms. 
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Weakness 
Although it is not the first time for Disney to come to Asia, Hong Kong is quite 
different from Japan, because Chinese and Japanese have too much difference. The main 
source of visitors of Hong Kong Disneyland is expected to be those from Mainland China. 
Disney has poor experience in dealing with Chinese. They once resulted in tragedy in China as 
described previously. The impact of the cultural difference cannot be neglected. 
\ 
Nevertheless, as the new theme park will be positioned as the first and main castle for 
the entrance of the Chinese market, it would be golden opportunities for Disney to “ learn” how 
to deal with Chinese. 
Opportunities 
Hong Kong is not only a business center of Asian Pacific, it is also the gateway of 
Mainland China. For the new theme park located in Hong Kong, it would be the first step for 
Disney to enter the China market. The huge population of China and the potential of its 
consumption in the future really contribute to the high potential market. Although the recent 
economic growth is headed by the American economy, China is still a morning star to the 
global economic. There is no industry that can take the risk to neglect the Chinese market in 
the meantime. 
Threats 
Hong Kong is a well-developed city. The running cost is quite high here. Besides, this 
city is always ready to all kind of new technology and entertainment. It keeps absorbing new 
and innovative products. Moreover, people are crazy about them. This is a real threat to Disney. 
Also，in order to keep the city attractive. Hong Kong SAR Government is always 
trying to introduce new attractions. The introduction of Disney Theme Park is one of the items 
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carried out. Considering the whole China, there is plenty of room for more amusement parks 
or other entertainment projects. 
Conclusion of SWOT Analysis 
As a matter of fact, there are pros, as well as cons, for and against the building of the 
new theme park. Nevertheless, the favorable reason has more weight than those unfavorable 
ones. Although the weakness and threats lead to some hesitation, in term of the company's 




PAST EXPERIENCE OF DISNEYLAND PARIS 
The Disneyland Paris was opened in April 1992. It is the most recently built Disney 
Theme Park and also one of the two Disney Theme Parks outside America. However, it was 
not a successful story at the very beginning. There was reported loss and management faced a 
lot of unforeseeable problems. These golden experiences learnt will be a good lesson and can 
be applied in the development of the new project in Hong Kong 
Painful Experience of Disneyland Paris 
The Disneyland Paris sprawls over 5.000 acres 20 miles east of Paris. It was a giant 
project costing more than US$4.4 billion. Although the investment was so huge, profitability 
did not seem to be ensured. Given the particular successes of Disney's theme parks in America 
and Japan, management has quite high expectations for Disneyland Paris. 
However, after the opening in early 1992, the rosy expectations became delusion. The 
numb er of visitors was below expectation. Under most ‘ conservative, estimation, the numb er 
of visitors would be 11 millions in the first year. However, the actual figure is only 9 millions. 
More serious, most visitors were more frugal than they should be. After paying for admission 
fee of US$ 42.25, most visitors began to take “no spend” attitude in the park. They avoided 
staying in the park's hotels, brought their own food，only “window shopping" the Disney 
merchandise and souvenir. More than 50 percent of hotel rooms were dormant during the first 
year. Facilities were let idle sometimes. There all led to bloat overhead cost. 
Besides, the project was financially heavy by loan and its high interest rate was 
another fatal weakness. Although the Theme Park generated operating profit in the first year, 
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the heavy burdens of interest pull it deeply into the water and drown it. By the fiscal year 
ending September 30，1993, Disneyland Paris reported a loss of US$960 million. By 
December 31, 1993, the cumulative loss was US$1.03 billion. 
Problems Found in Disneyland Paris 
Over-optimistic Prediction and III Pricing Strategy 
According to the attendance/population ratio in America and Japan, the management 
predicted that about 11 million Europeans would visit the theme park in the first year. 
However, they simply ignored the economic factors and failed to foresee the severe recession 
in Europe. As a consequence, European visitors' attendance and purchasing power was 
severely discounted. 
Besides, management believed that Disney's theme parks are monopolistic in the 
business, and the demand was quite inelastic with customers flocking to the park. Therefore, 
Disneyland Paris undertook a skimming strategy in pricing the admission fee, hotel and 
food/merchandise inside the park. The park admission was US$42.25 for adults, which was 
higher than that in American. Double rooms at the flagship Disneyland Hotel at the parks 
entrance cost about US$340 a night, similar price as a top-class hotel inside Paris. Although 
the Disneyland Paris really had monopolistic position in Europe, under the shadow of 
European recession, its high price still alienated many customers. Moreover, for those came 
visiting the park, they tried to spend as less money as possible, but still enjoying the trip. 
Therefore, visitors shortened their stay, avoided hotel, brought their own food and drink, and 
bought only sparingly the Disney merchandise. 
Poor Financial Arrangement 
When Disney built its first overseas theme park in Japan, management stayed 
conservatively with its investment portfolio. Being prudent to minimize risks, Disney took no 
ownership in Tokyo Disneyland. Profits were from management fee and shares of admission 
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fees and food/merchandise revenues. To Disney's surprise, Tokyo Disneyland was 
extremely successful. Management was so regret about not taking substantial stake in 
ownership. 
In order not to make the same 'mistake', Disney invested US$160 million hard money 
in Disneyland Paris and obtained 49 percent of shares. The project also financed heavily by 
loans amounting nearly US$3 billion from 60 different creditor banks. Sources of financing for 
Disneyland Paris are shown in TABLE 2. 
TABLE 2 
FINANCING ARRANGEMENT OF DISNEYLAND PARIS 
Total to Finance: US$4.4 billion 100% 
Shareholders equity, including US$160 million from Disney 32% 
Loan from French government 22% 
Loan from group of 45 banks 21% 
Bank loans to Disney hotels 16% 
Real estate partnerships 9% 
It is obvious from the table that the debt/equity ratio was as high as 68/32. For some 
loans, the interest rate was as high as 11 percent. Being so heavily leveraged, the company 
suffered by hefty interest charges that greatly increased the overhead and caused heavy 
financial burden. 
Culture Difference and Anti-America Emotion 
Although Mickey Mouse and Donald Duck were appealing to people in every comer 
of the world, not all Europeans were happy about their coming. Leftist demonstrators at 
Disneyland Paris' stock offering ceremony greeted the company's executives with eggs, 
ketchup, and “Mickey Go Home" signs. Some French intellectuals described the coming of 
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Disney as an invasion of American culture and a pollution to the local tradition. Such 
anti-Disney emotion unavoidable affected the number of visitors. 
The cultural difference also brought trouble to Disneyland Paris. For examples, the 
policy of serving no alcoholic beverage inside the park caused consternation in the country 
where wine was customary for lunch and dinner. In US, Monday used to be a light day while 
Friday a heavy one and Disney allocated staff accordingly. However, the reverse was the 
reality. Besides, due to the extreme of whether, number of visitors per day in the high season 
(warm days in summer) could be ten times of the number in slack times (cold time in winter). 
The inflexible labor regulation of France made it impossible for Disney to “re-allocate” (lay 
off then re-employ) human resources.. All of these differences and difficulties hurt the 
enterprise's reputation and profit as well. 
Over-capacity and High Operating Cost 
There was 6 hotels in the Disneyland Paris initially with 5,200 rooms. During the first 
20 months, the occupancy rate only reached 55 percent. Although the low occupancy rate can 
be partially accounted by the recession at that time, another significant reason is the 
miscalculation of lodging demands. It took only 35 minutes from the park to central of Paris. 
Visitors preferred to stayed in town. The problem of over-capacity is rather serious. 
Financial Performance of Disneyland Paris 
The financial performance of Disneyland Paris in 1993 and 1994 is shown in TABLE 
3. It can be seen from the table that large amount of overhead and interest drove the company 
deeply into the red. 
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TABLE 3 
FINANCIAL PERFORMANCE OF DISNEYLAND PARIS 
In Million French Francs 
1994 1993 
Revenue 
Theme Park 2,212 2,594 
Hotels 1,613 1,721 
Other 322 559 
Construction Sales 114 851 
TOTAL REVENUE 4,261 5 7 2 5 
Direct Costs/Expenses: 
Park & Hotels (2,961) (3,382) 
Construction Sales (114) (846) 
OPERATING INCOME 1,186 1,497 
Depreciation (291) (227) 
Lease rental expense (889) (1.712) 
Royalties - (262) 
General & Admin. (854) (1J13) 
Financial Income 538 719 
Financial Expenses (972) (615) 
LOSS (1,282) (1,713) 
Exceptional loss, net (515) (3,624) 
NET LOSS (1,797) (5337) 
Measures to Solve Financial Problems of Disneyland Paris 
The high expectation on Disneyland Paris became nightmare to Disney. Poor 
performance of the theme park in the first several years cast the future continuance of the park 
into doubt. In order to save Disneyland Paris from bankruptcy, Disney took aggressive 
measures in change the situation. 
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Firstly, Disney changed its pricing policy to suit the overall economic situation of 
Europe. Hotel rooms were made more affordable from US$76 per night to US$51. Expensive 
jewelry was replaced by US$10 T-shirts and US$5 crayon sets. Luxury sit-down restaurants 
were converted to self-service. Off-season admission prices were reduced from US$38 to 
US$30. 
Secondly, efficiency and economy were widely advocated in running the park. Over 
900 jobs were eliminated by streamlining operations. Merchandise stocks were largely reduced. 
The number of different food items offered by park services was reduced more than 50 percent. 
New training programs were designed to remotivate the 9000 Ml-time employees, to make 
them more responsive to customers and more flexible in their job assignments. 
Thirdly, the management of the theme park improved themselves in making 
marketing policy. Instead of simply pouring money on advertising, they began to think out 
measures really beneficial to their customers. For example, a joint promotion with British 
Airways offered a two-day package at attractive prices. They also expanded and strengthened 
the convention facilities, attracting more than 1100 business-related meeting in 1995 and 
generating 110000 hotel nights. 
The most fundamental work Disney did to save Disneyland Paris was the 
rearrangement of its heavy debt. The European banks were persuaded to fund another US$500 
million and make concessions such as forgiving 18 months' interest and deferring all principal 
payment for 3 years. In return, Disney agreed to spend about US$750 million to bail out its 
Disneyland Paris affiliate. Disney also agreed to eliminate for 5 years the lucrative 
management fees and royalties it received on the sale of tickets and merchandise. 
Thanks to the efforts made by Disney and management of Disneyland Paris, the theme 
park's turn point finally came in July, 1995，when it posted a quarterly profit for the first time. 
Occupancy rates were higher throughout 1995, even during off-peak period. Hotel revenues 
rose 20 percent as hotel occupancy jumped to 68.5 percent. The theme park revenue also rose 
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8.7 percent as attendance climbed 21 percent to 10.7 million visitors. As a result, Disneyland 
Paris posted its first full year in the black and began its way of recovery. Nowadays, 
Disneyland Paris becomes the top tourist draw in France, eclipsing the Louvre and Eiffel 
Tower, even among Frenchmen. As the business of the original theme park is rosy，some 
Disney Studios will debut in 2002 as working production studios as well as a theme park to 




LESSONS LEARNT FOR HONG KONG DISNEYLAND 
Right pricing Strategy Is Essential For the Theme Park 
Firstly, Disney should recognize that it still has leading position in theme park 
business. It is still being the “non-replaceable ” amusement park in the world. Therefore, Hong 
Kong Disneyland could apply some kind of skimming pricing strategy, by setting prices of a 
little higher than those of other amusement attractions in Hong Kong, China and Southeast 
Asia. 
Secondly, Disney should realize that its brand name is not the guaranty for attendance, 
in case of setting the price too high. There are plenty of other substitutes and it is not a 
necessity at all. People can take the choice of not visiting the theme park. Of course some 
others may think the theme park is a must-go destination and will go regardless of the high 
admission fee. But this costly experience will be “once and forever” . Moreover, same as the 
case in Disneyland Paris, high price will lead to the avoidance of spending. People enjoy the 
trip without spending extra money on food, drink and Disney merchandise, further decreasing 
the theme park's revenue. Since a large proportion of visitors will come from mainland China, 
Chinese people's frugality will very likely lead to such consequence. 
Therefore, in order to attract more visitors, Disney may need to position the admission 
price at a level moderately higher than other attractions. Since the transportation to the park is 
quite convenient and is close to the city，the price of hotel should be only a little higher than that 
of the hotel with same class in the town. The price of food and drink could be diversified to 
meet requirements of different customers. For the Disney merchandise, as there is already 
shops in the town, the price inside the park should not be higher that that in the town. It is 
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suggested to set a bit lower than that in town in order to attract more people as well as 
stimulating expenses on those lovely items. 
Highly Leveraged Financial Situations Are Vulnerable. 
In case of financial arrangement, some people prefer debt financing in contrast to 
equity financing. The main benefit of debt financing is the income tax advantages and the less 
initiate hard money required.. However, when macro economic environment is not as good as 
expected, especially when economic downturn comes, over-leveraged situation may bring 
troubles to the company. In some extreme situations, hefty interest charges could even 
jeopardize the viability of the company. Therefore, at the present Hong Kong, it would be 
better to avoid heavy debt financing. 
For a giant infrastructure project as Hong Kong Disneyland, several years are needed 
for construction work. Even after its opening, many years are needed to get the return of 
investment. There are a lot of uncertainties until the initiate investment is paid back.. As 
Disney will invest huge amount of capital in the park, financial vulnerability is the last thing the 
company wants to see. In order to lower risk, prudent principle should be advocated in making 
financial arrangement. Firstly, the debt/equity ratio should not be too high. Luckily, the 
existing debt/equity ratio is not that high for Disney. There are still rooms to raise loans and 
keep its financially healthiness. Secondly, the repay period of interest should be long enough. 
Thirdly, since Hong Kong SAR Government will be a major shareholder of the theme park, 
loan provided by Hong Kong SAR Government could be an optimal resource of financing for 
the company. 
Culture Factors are Too Critical to be Ignored 
Cultural differences, which seem to be irrelevant in running theme park business, gave 
Disneyland Paris too many headaches. Since those famous Disney characters are originated 
from America, even although they are also popular in elsewhere of the world，it is still different 
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for them to migrate to that place. In another word, without appropriate adaptation, Disney's 
successful formula in American may fail in other countries. Therefore, in running Disney 
theme park in Hong Kong, Disney's executives should realize the big gap between western and 
eastern cultures, and modify their strategy. 
For instance in Tokyo Disneyland, the park is featured by the “ American culture and 
traditions" ； the Japanese one is tried to have its place everywhere in different forms. For 
examples, many buildings in the park embody Japanese styles. Visitors can find traditional 
Japanese food in the park. Also, Mickey Mouse even wears the traditional Japanese clothing, 
kimono, in his show times. For the public facilities, modifications are made from their 
American prototypes, aiming to suit the cold, windy and rainy weather in Japan. Inside the 
park，Japanese is the official language, supplemented by English and Chinese. Those measures 
are proved to be very successful. While experiencing exotic culture in this American theme 
park, people will not feel any alienation. On the contrary, they feel their own custom and 
tradition is fully respected here. This is one reason that among millions of people visiting 
Tokyo Disneyland each year, over 90 percent are local Japanese. 
Beside those measured taken in Tokyo Disneyland, Hong Kong Disneyland could also 
initiate their own ideas. Recruiting people with both American and Chinese backgrounds may 
be a shortcut to facilitate culture harmonization. 
Measures should be Taken to Avoid Over-capacity 
Disney projected that there will be 5 million people visiting Hong Kong Disneyland in 
Its first opening year of 2005. The number will increase gradually to 10 million in 2020. Base 
on these numbers, many important decisions regarding infrastructure construction and 
transportation arrangement will be made. 
However，since there is little past experience supporting the attendance projection, the 
company should take necessary measures to avoid over-capacity. For example, in designing 
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the hotel, the company could properly consider some business facilities or exhibition 
facilities. As the theme park will locate very near to the international airport, in case of low 
occupation rate (for the visitors to the theme park), the hotel still can be attractive to business 
use. 
Recommendations to Disney on Hong Kong Disneyland 
Hong Kong Disneyland is a big infrastructure project, which has impact not only on 
local economy, but on political and social environment. From Disney's point of view, however, 
it is only a strategic investment. As far as business is concerned, an investment should generate 
profit to its investors. Therefore, any move Disney takes in doing this project should be profit 
orientated. Disneyland Paris brought Disney with many troubles. It not only generated no profit 
in the first few years, but increased Disney's financial burden. It is the biggest lesson Disney 
should learn from its past experiences. The company should keep the lesson in mind and never 
let it happen in Hong Kong. For this purpose, we have following recommendations for Disney 
on Hong Kong Disneyland: 
Firstly，due to the nature of the theme park, it will be several years before Disney can 
benefit from the real profit. Therefore, Disney should try some other measures to get its 
investment back soon. One good practice is to take money directly from admission fee and 
food/dniik/merchandise revenue. In doing so, Disney can get return on the investment much 
earlier, regardless of the P&L result of the theme park. Since Disney has stronger bargaining 
power over its suppliers, it is very certain for the company to get this priority. 
Secondly, Disney should try it best to avoid investing too much on the theme park, at 
least at the first stage. The main motivation behind this move is to lower risk. Since there are 
still many uncertainties involved in the project, Disney needs some prudence in making 
investment decision. Once some real bad things happen, such as another financial crisis or 
political instability, Disney can easily withdraw from this area. Even no bad thing happens, if 
the theme park encounters any problems. Disney's loss would also be very limited. 
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Thirdly, Disney should pay more attention on the financial arrangement of the 
theme park. It is better for the theme park to be less financial leveraged, because over-leverage 
position is too risky and vulnerable. Even for the debt that must be borrowed, Disney should 
fight for government loan than commercial loan. Because Hong Kong SAR Government is a 
strategic partner in doing Hong Kong Disneyland, with Hong Kong SAR Government 
investing less in equity and more on debts, Disney is much better-off. It not only has substantial 
amount of shares to maintain its interest, but uses partner's money to do its own business. 
Moreover, even if Hong Kong Disneyland is in trouble someday, Disney can keep better 





THE PROGRESS ALREADY MADE IN HONG KONG DISNEYLAND 
After one year of detail negotiation between the Hong Kong Special Administrative 
Region Government and the Walt Disney Company, an agreement has been made by the two 
sides to build Hong Kong Disneyland. 
General Information of Hong Kong Disneyland 
The Hong Kong Disneyland will be located at Penny's Bay in the Lantau Island of 
Hong Kong. The initial phase of Hong Kong Disneyland will occupy 126 hectares of about 
260-hectare site, including a theme park, two to three Disney theme resort hotels with up to 
1400 hotel rooms and a 28000 square-meter retail, dining and entertainment center. The 
number of hotel rooms will increase to 2100 when Phrase I reaches its foil capacity. The 
occupation of the pack can also be expanded to 180 hectares at a future date. 
Like other Disney theme parks, Hong Kong Disneyland will consist of several "lands", 
each offering unique Disney experiences. Either at opening or as additions in future years, 
Hong Kong Disneyland may include these classic Disney concepts such as Main Street USA 
Concept, Fantasyland Concept, Toontown Concept, Adventureland Concept, Frontierland 
Concept and Tomorrowland Concept. 




The cost of building the theme park and supporting facilities on Lantau Island will be 
HK$14.1 billion, with another HK$13.6 billion to be spent on infrastructure and reclamation, 
making a total of HK$27.7 billion. The cost of the project is summarized in TABLE 4. 
TABLE 4 
COST OF HONG KONG DISNEYLAND PROJECT 
In Billion Hong Kong Dollars 
Project Items Cost 
Theme Park and Facilities 
Theme Park 6.6 
Support Facilities 7.5 
Sub-total 14.1 
Development of Penny's Bay 
Land 8.7 
Infrastructure 2.7 
Transportation Link 2.2 
Sub-total 13 .6 
Total 27.7 
Financial Arrangement of Theme Park and Facilities 
A joint-venture company, Hong Kong International Theme Parks Limited, will be 
formed to develop the project, of which Hong Kong SAR Government will own 57 percent and 
Disney 43 percent. However, Disney will only be investing HK$2.45 billion in the joint 
venture and will also receive royalties and licensing fees for the use of its Disney characters. 
For Hong Kong SAR Government, in addition to the HK$3.25 billion equity investment, it is to 
lend HK$6.1 billion (including capitalized interest) to project. 
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It is envisaged that other investors may be interested in investing in Hong Kong 
Disneyland in the future. Therefore, it will allow the two parties to sell down their shares after 
the park's opening. However, Disney will be required to hold a minimum of 1.9 billion shares 
( ou t of 2.45 billion it holds initially) in the project. Hong Kong SAR Government will not 
subject to a minimum holding requirement. 
Since it will comprise HK$8.4 billion in debt (including capitalized interest)，the 
debt-to-equity ratio will be an optimal of 60/40, which is a good improvement from Disneyland 
Paris. The debt component will comprise a HK$5.6 billion government loan, repayable with 
interest over 25 years, and HK$23 billion in commercial loans. The financial arrangement of 
the project in summarized in TABLE 5. 
TABLES 
FINANCING ARRANGEMENT OF HONG KONG DISNEYLAND 
In Billion Hong Kong Dollars 
Disney HKSAR Total 
Equity 2.45 3.25 5.70 
Government 6.10^ 6.10 
Loan 
Commercial 2.30^ 2.30 
Loan 
Total 14.1 
a Including interest to be repaid over 25 years 
b Including interest to be repaid 
Financial Arrangement of Development of Penny's Bay 
HKSAR government will be fully responsible for the development of Penny's Bay. It 
will spend HK$13.6 billion on major infrastructure works including roads from North Lantau 
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to Penny's Bay, two public ferry piers, transport interchanges, police posts, a fire and 
ambulance station, drainage and sewage works and the formation of the 280 hectare site. 
The land premium for Hong Kong Disneyland Phase I is HK$4 billion, the estimated 
pro rata cost of reclamation and land formation. The theme park company will settle the 
premium by issuing HK$4 billion worth of subordinated shares to Hong Kong SAR 
Government. The shares attract no dividend, initially, but are convertible to ordinary shares in 
the company at a progressive rate depending on operating performance. According to the 
arrangement, full conversion of the shares can take place 25 years after Hong Kong Disneyland 
has opened. 
Land Lease of the Theme Park 
The land lease of the theme park will run for 50 years, with right of renewal for a 
further 50 years. There is also an option, valid for 20 years after opening ( and subject to 
extension in certain circumstances) to buy the Phase II site for HK$2.8 billion (1999 price to be 
escalated in accordance with inflation). 
The Reaction of Public Community 
Generally, the reaction of public community upon the agreement between HKSAR 
and Disney is quite positive. All the local newspapers put the headlines on the very top of their 
front pages. Voices from different parties and groups hailed Disney's coming into Hong Kong. 
Everyone believes Hong Kong Disneyland will provide a tremendous boost to the 
repositioning of Hong Kong's tourism sector. It will enhance Hong Kong's reputation as a 
world-class city with world-class attractions, strengthen and consolidate Hong Kong's position 
as a must-see tourism destination. 
People also consider Hong Kong Disneyland a vote of confidence by Walt Disney 
Company to Hong Kong. It sends a clear message to the world that Hong Kong is one of the 
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best places to do business. Such message further enhances Hong Kong's international image 
as a world business center. 
Many economists emphasize that Hong Kong Disneyland is a powerful injection into 
Hong Kong's economy. It will create thousands of new jobs, greatly increase tourist spending 
and pull capital expenditure into the local economy. The project is expected to add 0.4 percent 
annually to GDP during its five years of construction and 0.5 percent thereafter. The net 
contribution to the local economy is estimated to be HK$148 billion over 40 years. 
Besides those positive comments, there are also some concerns and worries. 
Some parties worry that Hong Kong Disneyland may put negative environmental 
impacts on Penny's Bay. Although the result of Environmental Impact Assessment ( EIA) 
shows the project is environmental feasible, there are still some concerns over environmental 
damages. People think that pollution may be made by construction work of the theme park 
before its opening, as well as by mass of tourists, congested traffic and fire works and other 
activities in the theme park after its opening. 
Some parties criticize Hong Kong SAR Government for paying too much on realizing 
this project. They argue that Disney only invests HK$2.45 billion to get 47 percent of shares, 
while Hong Kong SAR Government has to pay more than HK$20 billion to get 53 percent. 
Regardless of these negative comments, most Hong Kong people and overseas tourists 
express their excitement over the new Disney theme park in Hong Kong. They are so happy 
that their favorite characters will come to the town. For many of them, it is a dream come true. 
They even cannot wait till 2005. From this reaction, Disney should be very confident on the 
success of Hong Kong Disneyland. 
The Reaction of Stock Market 
Before the deal of Hong Kong Disneyland, the stock of Disney remained weak in 
NYSE for over one year. Even with the Dow Jones Index breaking its record high once and 
4 8 
once, the price of Disney dropped nearly to its two-year lowest point of US$23. The weak 
stock price is due to the company's dismal perspective depicted by several big dealers in the 
market, who made this conclusion base on the relatively poor performance of Disney in the last 
three years and lack of strategic movement recently. 
After the agreement was reached between HKSAR government and Disney to develop 
the Hong Kong Disneyland, market is inspired. Major security companies gave positive 
comments for the deal, calling it a best strategic decision made by Disney in recent years. 
Although the Hong Kong Disneyland will make contribution to Disney in at least 5 years, the 
stock price of the company begins to reflect the optimistic expectation towards the new theme 
park. With the Dow Jones Index remaining stalemate in recent months, the stock price of 
Disney began to rise from last November (when the agreement was made), and kept climbing 
to its record highest point of US$42 in March 2000. 
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CHAPTER IX 
CONCERNS IN THE FUTURE 
\ 
The good reputation of Disney Theme Parks comes from its good management. Its 
clean and tidy environment, well-arranged facilities and all make visitors feel comfortable and 
relax. In the coming year, however, the majority of visitors will come from Mainland China. It 
is well known that the Chinese culture lead people to be less concern of their environment. The 
huge number of Chinese visitors would really cause a messy environment in the Theme Park. 
This phenomenon has been proven in many attractive scenes in China. The poor maintenance 
and the non-considerate visitors spoil the attractiveness. It would be a real challenge for the 
company to maintain its reputation. 
Besides，this investment to build a new Theme Park tries to attract new visitors in the 
Asia countries. Based on the previous analysis, Hong Kong is the best choice right at this 
moment and may be the best for the fiiture 10 years, especially Hong Kong SAR Government is 
keen to develop attractive scene and maintain its position as the most popular place. 
Nevertheless, over 25 percent of Hong Kong's tourist come from Mainland China, and 
follower by Taiwanese of 17 percent. These groups of person's ultimate destination may not 
be Hong Kong，but instead other overseas spots or even attractions in China. In view of this, 
Shanghai may out-perform Hong Kong in the long run., especially with the raising of average 
income of Shanghai local residents and the fast growth of local economy. Since it is the usual 
practice of Disney to build a new theme park every 10 years, Hong Kong Disneyland should be 
concerned on the next strategic move Disney may take in the future. 
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CHAPTER X 
CONSULSION AND RECOMMENDATIONS 
Being one of the core player in the entertainment industry, Disney has been very 
successful in its over 75-year history. Nevertheless, in recent yea r s � t he company encountered 
some problems and experienced slow growth. The new investments made seem failed to 
attract the investors. Therefore, it is time for the company to seek further development, either 
in the existing business or to new business line or industiy. 
Looking into the company's internal environment, it shows the core competence of the 
Disney is its innovative and improvement-seeking management, as well as its rich experience 
in entertaining industry and theme park business. Therefore, it will be more advantageous for 
the company to expand in existing business. Besides, since the company's widely spread 
business lines complicate its organization structure and led to inefficiency in management, it is 
not advisable for the company to extend further beyond its current business scope. In another 
word, it is better for Disney to strengthen its current positions. Financially, Disney is in a good 
position to make new investment. The leverage ratio is rather low which enables the company 
to raise additional debts to finance any new projects. After considering the various factors, it is 
advisable for Disney to build a new theme park and resorts in the Asia Pacific Rim to further 
strengthen its business in the region. 
In the process of choosing location of the theme park, there are 3 nmner-up in the first 
round，Hong Kong, Singapore, and Shanghai as feasible locations in the Asia Pacific region. 
After comparison made among them in term of several key factors. Hong Kong is considered to 
be outstanding over other two. However, there are still some concerns over situations in Hong 
Kong, such as high operating cost. Management of Disney needs to pay special attention on 
such issues. 
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Although Hong Kong is the best choice for Disney in Asia, its specific external 
environment needs to be examined to see if the theme park can really survive in this high cost 
city. Five-force model is employed, in addition to the political, economical, social and 
technological environment. We recognize that，as Hong Kong SAR Government being a 
partner of the new theme park，it eases management's concern over many aspects, including 
the high development costs. However, Hong Kong is really hurt in the economic crisis and 
suffering from high unemployment rate, negative economic growth, and low consumption 
intention of people. The main concern of the management is the progress of the economic 
recovery of the region. Nevertheless, as the Asia is the morning star of the world's economic 
development, the recovery is expected. 
In order to make in-depth analysis on Disney's internal capability, as well as its 
competence in dealing with external changes, SWOT analysis has been done and it reconfirms 
the correct direction for Disney to enter into the theme park project in Hong Kong. However, 
management's concern should be placed on the cultural different as well as the development of 
other new attraction in the region. 
Conclusively, it is recommended for Disney to build a new theme park in Hong Kong. 
Of course, special attentions are needed in some areas, especially for the problems Disneyland 
Paris experienced in its early years, such as bad prediction of economic trend, poor pricing 
strategy, cultural conflicts, and ill financial arrangement. 
So far, some progress has been made in the Hong Kong Disneyland project. The 
markets seems to appreciate this strategy move, by giving injection of the stock price. Positive 
comments are also given by major securities companies. Although the project will not give the 
company an instant contribution to the profit, it is called the best strategic decision in the recent 
years made by Disney. With careful planning and attention to highlighted area in this paper, 
this new development project can help Disney to concrete its development in the Asia Pacific 
Rim, as well as capture the huge market in China. The potential of this move is not only about 
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the profit and loss of the theme park business, but also as an importance as a stepping stone 




CONSOLIDATED INCOME STATEMENT OF WALT DISNEY CO. 
(in millions USD, except for share data) 
1998 1997 1996 
Revenue 
Creative Content 10,302 10,937 10,159 
Broadcasting 7,142 6,522 4,078 
Theme Parks and Resorts 5,532 5,014 4,502 
Total 22,976 22,473 18,739 
Costs and Expenses 
Creative Content 8,899 9,055 8,598 
Broadcasting 5,817 5,228 3:296 
Theme Parks and Resorts 4,245 3,878 3 512 
Total 18,961 18,161 15,406 
Operating Income � 
Creative Content 1,403 1,882 1,561 
Broadcasting 1,325 1,294 782 
Theme Parks and Resorts 1,287 1,136 990 
Gam on sales of KCAL 0 135 0 
Accounting change 0 0 
Total 4,015 4,447 3,033 
Net Income 1,850 1,966 1,214 
Earning per shares 
Diluted 0.89 0.95 0.65 
Basic 0.91 0.97 0.66 
� Included depreciation and amortization (excluding film costs) of: 
Creative Content 219 222 186 
Broadcasting 543 508 382 
Theme Parks and Resorts 444 408 358 
T � t a l 1,206 1,138 926 
； 
A P P E N D I X 2 
C O N S O L I D A T E D B A L A N C E S H E E T O F W A L T D I S N E Y C O . 
(in million USD) 
1998 1997 IWr, 
CuiTLMits Assets 
Cash and Cash Equivalents ] 27 317 278 
Receivables 3,999 3,329 3,012 
Inventories 899 853 876 
Film and Television Costs 3,223 2,186 1,539 
Deferred Income Tuxes 463 482 526 
Other Assets ^ m 1273 
I J ^ � 7,504 
Fixed Assets 
Film and Television Costs 2,506 2.215 1720 
Investments 1,814 1,914 1:022 
Theme Parks, Resorts and Other Properly 8,655 6,930 6,581 
Project in Progress 1:280 L928 1�'342 
Land 4 n 93 ^ 
14,666 13,080 10,783 
Intangible Assets (net) 15,769 16，011 18,045 
Other assets L588 1:753 l ' o i 9 
Total Assets 41,398 38,497 37,351 
Current Liabilities 
Accounts Payable 4,787 4,748 5,055 
Current Portion of Borrowings 2,123 897 183 
Unearned Royalty and Other Advances 635 631 531 
7,545 6:276 5,769 
Borrouings 9,562 10.171 12,159 
Deterred Income Taxes 2.488 2 161 \ ~>69 
Other long term liability. Royalties and Advances 2.415 2:604 2:058 
Stockholders' Equity 
Common Stock 8,995 8,548 8,590 
Retained Earnings 10，981 9,543 7'919 
Cumulative Translation and Other 13 � _12 39 
Treasury Stock -593 -462 -462 
Shares held by IWDC Stock Compensation Fund -8 -332 0 
19,388 17:285 1 6 ^ 
Total Liabilities and Stockholders' Equity 41,398 38,497 37 341 
Cuirent Ratio 1.24 1.22 1 3 0 
assets 0.53 0.55 0.57 
Debt to equity 1.14 1.23 1 3 2 
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